






DISPOSAL OF SCRAP/WASTE AND LOW –VALUE ASSETS
In carrying out their everyday actitvies, public sector agencies produce many different types of scap, waste and surplus materials of varying value. While the disposal of scrap and low-value assets may appear to be a trivial issue, it can also present a range of corruption risks. When it is poorly managed there can be major and often costly consequences for both agency and employee.
1. INRODUCTION

The General Disposal Policy is not included in the Disposal Procedures and with Treasury Practice Notes issued July 2007 can be studied separately by Assets Management Practitioners, Specialist and Departmental Users.
2. DEFINITIONS
2.1. SCRAP - getting rid of materials or equipment with a sales value

2.2. WASTE - has no sales value at all, for example rubbish, trash, garbage or junk
2.3.     NET INCOME - means that there are certain costs that have to be deducted from the gross income.

2.4.    DISPOSAL - Process of decision making to dispose of all obsolete, redundant and unserviceable stock, equipment and livestock in the best interest of the State, according to standing procedures.
2.5.   OBSOLETE - Items that are too old or outdated and   / or no spares are available anymore to repair such items, or items no longer in use elsewhere. (Are replaced by more technologically advanced item)
2.6.     REDUNDANT -  Items that are new, serviceable or repairable but in no use for that specific Department / Entity anymore but can still be used by other entities.

2.7.   SELL-BY-TENDER FUNCTION - An official method of selling – other than an auction, whereby goods are sold on a quotation basis.

2.8.    UNSERVICEBLE -Items that are no longer suitable for the use they were originally been purchased for and/or not safe to use – or uneconomical to repair or to use for other purposes.

3. THE DISPOSAL OF REDUNDANT EQUIPMENT AND  SRAP / WASTE  MATERIALS
	INVENTORY
	ASSETS

	Consumables

Job/projects materials

Spare parts

Recyclable materials

                    ?

Surplus to current needs?

Off cuts /seconds?

Waste products?

Deteriorated or perishable?

Loss of functional use?

Unable to be used elsewhere?
	Equipment

Hand Tools

Furniture and fittings

Small attractive items

                                 ?

Obsolete ?

Inefficient to use ?

No longer serviceable ?

Not cost-effective to repair?

Due to replacement?

Unable to be used elsewhere?


       3.1. The disposal and removal of this equipment and materials   is the task of the Chairman of   Disposal Broad due to his knowledge of prices and market of theses goods and to ensure that optimal use is derives from materials, equipment and livestock 
3.2.Surplus materials can yield a healthy net income for the Department ,but entails inevitable expenses such as handling costs, labour, transport costs, finding depositing points, and processing cost, and  the generation of this materials must be avoided at all times as it is a direct loss to the Department.
3.3. Initiatives like to cut up or take apart obsolete equipment will be more profitable and sell the parts separately than to try to sell the equipment as a whole or as a utility article, because it’s utility value is low.
3.4. They are cost items for the enterprise because they increase the price of the final product. 

4.  SOURCES OF SURLUS, WASTE MATERIALS AND REDUNDANT EQUIPMENT BY:
4.1. The presence of scrap in the production process is often unavoidable  
4.2. Excessive purchases are the result of poor planning and / or incorrectly forecasting the demand for the products, and these surpluses need to be resold because of danger of obsolescence and deterioration, and the operating capital tied up in them. 
4.3. Tacking material must be removed because of the storage   space it takes up. Durable packing material can often be used in the Department and can easily be sold to Suppliers. The cost of packing material is usually included in the product price, and the unit cost can be reduced if the packing material is sold at net income.
4.4. Unusable and damaged supplies is usually that supplies or components  do not meet the specifications or are below standard as far as quality is concerned, or occurred during the handling /delivery of these  suppliers by the supplier or the user department.
4.5. All equipment becomes technologically obsolete or worn out and needs to be replaced. This equipment still has utility value and can be utilised elsewhere or sold to another enterprise. 
5. METHODS OF REMOVING SURPLUS OR WASTE MATERIALS DEPENDING ON THE INCOME AND BENEFIT DERIVED FROM THE METHOD.
5.1. Surplus materials can be used   in the enterprise, by the circulation /transfer of these items in the department or the processing of by-products and generate another more saleable product profitably. The last option requires research and studies, not to mention the   large capital investment.
5.2. Returned or trade in of surplus materials to suppliers at original cost. Metal suppliers are usually more than willing to take back waste materials. If they are scare metals, the compulsory return of materials may be one of the conditions for future supplies. 
5.3. Sold to other consumers is often more profitable than selling to scrap dealers. The price obtained will depend on the condition of the materials and the availability of other sources.
5.4. Sold to employees only if the condition of surplus materials is in good condition and the policy of the Department allows this. The modern trend is not sell surplus materials and equipment to employees as such sales may cause unhappiness among other staff members, and the processing of such transactions may be a major administrative burden.
5.5. Sold to dealers and brokers. Dealers often buy the equipment, build it up or fix it and then sell it as utility articles. Dealers also buy scrap to recycle scarce raw materials such as metal and paper. Sales to dealers may take place on an ad hoc basis (e.g. by means of an auction, tender or quotation) or, after careful investigations, an agreement may be concluded for a specific period. Brokers sell surplus materials and equipment as is for cash on auction or act as an intermediary between the scrap buyer and seller for a commission.
5.6. Or donated to charity or schools for resale to scrap metal dealers for fund-raising   purpose. Donate used equipment to educational institutions for their own use i.e. computers and sewing machines. 
5.7. Letting
5.8. Equipment/material of historical interest are/is to be offered to the relevant bodies (inclusive of the Department of Sports, Arts, Culture, Science and Technology) 
The department has noted that the selling of movable assets / equipment and livestock on the sell by tender method created more income. 

6. THE COST OF   REMOVING SURPLUS AND WASTE MATERIALS
6.1. Handling cost, for example sorting, taking apart and loading scrap.
6.2. Labour, for example operators for cranes and other equipment if the waste is   to be processed.
6.3. Transport cost, which is the easiest cost element to measure.
6.4. Development of new relationships with people such as transport contractors,   scrap dealers and users of by-products.
6.5. And processing cost, if the best alternative is to process the waste oneself
6.6. Managers and supervisors involved in the removal of waste.

These cost elements should be weighed up against the possible revenue that can be generated from scrap. If it cannot be removed profitably, alternative methods should be sought or an effort made to reduce the amount in future.

7. REDUCING SURPLUS AND WASTE

Even if surplus materials and waste can be removed at profit, it will contribute to indirect cost (e.g. the effect on the price of the product) 

7.1. Buy other or substitute materials (including packing) that are easier to remove, such as less dangerous substances or materials of which there is a market in recycling.

7.2. Other methods of materials handling, maintenance and collection of waste can reduce surplus and waste or the cost of removal.

7.3. Instead of replacing technologically obsolete processes and equipment, modifications could possibly be made to satisfy new requirements and expectations.
7.4. If the analysis of the total cost of a product shows that the product is only marginally profitable and that the cost of surplus and waste will have a decisive influence on its profitability, it may be worth the effort and initial cost to redesign the final product and thus reduce waste.

The SCM must apply exceptional initiatives in preventing and reducing surplus and waste, by working closely with suppliers in the design and development of products and materials. The best efforts are delivered through a joint value analysis and product re-engineering process. 

8. DISPOSAL OF NONSALEABLE WASTE

The side products of the production process, in particular, demand a great deal of initiative ,Getting rid of non-saleable waste by means of deposits or processing requires technical input from engineers and is not really the concern of SCM.
Some components of waste have economical value and can be recycled once correctly recovered.

Types:

Medical waste

Electronic waste may include computer and laptops
SURPLUS MATERIAL DEPARTMENT OF AGRICULTURE

	Sources of scrap material or equipment 
	Type of surplus
	Type of items 
	Disposal method

	1.Scrap  generating during the production process
	-Scraps of plastic

-Cable left on a roll

-Sheet of metal
(recyclable metals)
	
	Sold to metal  suppliers or possible identified suppliers

	2.Excess material stock in the warehouse or at user departments/projects
	-Seeds

-Compos

-Envelopes
-Timber

-Plumbing fittings

-Blank videotapes
	
	Circulation in the department

	3.Packing material and storage items
	-Wooden crates and cartons
-Reusable plastic and metal containers
	
	Can be used in the Department for packing

Sold to Suppliers



	4.Unusable items in the form of Obsolescence or  damaged /unserviceable/inefficient equipment from all  departments in Agriculture
	-IT Equipment

-Heaters

-Equipment

-State Property

	
	Use elsewhere where the latest technology is not important. 

Sold to metal suppliers
Hiring

	5. Unusable, damaged supplies or poor quality finished products. 
	-Fittings made to incorrect measurements,

-Books with printing errors,

-Items made from flawed materials.

-Off cut materials

-Perishable items that have exceeded their use-by date

-Consumable items used in a process

	
	Burned

Sold to suppliers

	 6.Items in perfect condition, but deemed unusable by circumstance/ redundant
	-Furniture

-Out-of –date promotional items, -presentation folders,

-publications, 

-stationary
	
	Circulation in the department
Donation



	
	
	
	


Removal of surplus materials can help to reduce the material costs and increase the profitability of the department by releasing operating capital and reducing storage costs, and must be left to the expertise of SCM. 

9. PROCEDURE FOR THE DISPOSAL OF OBSOLETE, REDUNDANT, REPARABLY DAMAGE AND UNSERVICEABLE EQUIPMENT / RETURNS WAREHOUSE/ DONATION to other stores, suppliers.
9.1. As soon as it has been established beyond all doubt that an Asset Controller has obsolete/redundant/unserviceable equipment to dispose of, the following procedure is applicable (It also includes donations/ transfers to other Departments)
9.2. The Asset Controller must submit a written report to the Disposal Manager furnishing the following information:
Full description of the item(s)

The quantity/volume/mass of the item(s)

The condition of the item(s) e.g. new, serviceable etc. (Only applicable to redundant and obsolete items)
A motivation as to why the item(s) is/are regarded as obsolete/redundant/unserviceable.
9.3.The Disposal Manager must by means of a personal inspection ,satisfy him/herself as to the condition of the item(s)and whether it/they is/are suitable for use elsewhere. The Disposal Manager is to certify that he/she/personally inspected the item(s) and that it/they is/are in a working /usable condition.
9.4. Send to workshop for repairs with necessary documentation, and for condition reports. (If applicable)
9.5. If repairable, technicians will repair it and send back to ward for further use.

9.6. If not repairable, a condition report must be completed by the technician concerned.
9.7. If it is durable capital equipment such as X-Ray machines and complicated technical equipment, a company (preferably the supplier) must examine it and if it found unserviceable as a result that it is outdated OR no spare parts can be supplied OR any other reason, a condition report from that company must be obtained.

9.8. Computer equipment must have an IT report.

9.9. The relevant item(s) is/are to be immediately separated from the other equipment. The Sub-Asset Controller is to ensure that items which have been earmarked for disposal are kept in their original form. Should an item not be in its original form, an investigation into the possibility of malicious damage is to be   instituted.  Should malicious damage be proved, recovery action and /disciplinary steps are to be taken against the person responsible. In such cases, the damage is to be handled as a loss and the items can therefore not be disposed of. This implies that only items which have reached the end of their service life, as a result of fair wear and tear, may be listed on a Disposal Certificate 27. 
9.10 .On the instruction of the Disposal Manager the Asset holder / functionary will complete the prescribed Car Internal Control for disposal form to reduce assets from his asset register / room list to be transferred to the VA 27 for redundant, obsolete and unserviceable items and submit to the Sub -Controller for approval. The Sub Controller must award an Issue number from his Control Register MARKED: Movement and Disposals, and file one copy on his/her file. 
9.11. Where applicable Condition Reports   must be completed.

9 12.All relevant documents must be submitted to the Disposal Manager for approval. 
9.13. The Store Manager will verify the amount and obtain a Receipt number. The Receipt number will be obtained from the Receipt file for Redundant, Obsolete and Unserviceable items. Items must be listed on a separate Summary Schedule as per warehouse for Redundant/Obsolete and Unserviceable items, which must indicate the condition namely (Good, fair, bad or obsolete) 

9.14. The Store Manager will refer all relevant documents to the asset/ posting clerk to update the asset register electronically. The Posting Clerk will transfer the assets to the relevant stores created for Unserviceable, Obsolete and Redundant items and will also check the correctness of documents, and indicate the book value or estimated value found on the asset register.

9.15. The original form must be filed according to the receipt number at the Disposal Unit in the separate files for Redundant, Obsolete, Unserviceable items, after verification by the Official Verifier. 

9.16. A copy must be submitted back to the Sub- Controller to be filed on his Control Register Marked: Movements and Disposal , and to update his asset register / room list with the relevant issue number .The Sub-Controller can also use the browse function on CAR to view and to print an updated room list. 
9.17. The Disposal Manager will distribute the items by means of the Internal Request Additions/Movements form within the Department. Where obsolete /redundant items cannot be utilised within the department such items can be transferred to other department at book value only if approved by the Director SCM of a Department. Should the items be transferred to another department at no cost, Treasury approval is to be obtained in advance .As prerequisite for the distribution of these items, it is suggested that the requisitioning body indicates in writing that the items are actually required.For this transaction the Disposal Manager will complete an External Issue to record the transaction and the number must be endorsed on the VA 27. The certificate number  on the VA 27 also to be endorsed on the External Issue form. The External Issue must be filed in a file marked “ISSUES TO OTHER DEPARTMENTS” The reference number and date of the authority for the transfer is at all times to be endorsed on the Issue. Only after these actions have been taken the items can be put up for disposal. A certificate that certifies that the items were handled according to the abovementioned steps must accompany the VA 27. 

9.18. Unserviceable items must be listed directly on the VA27, redundant and obsolete on summary schedule from where it will be distributed.

9.19. On approval of the Disposal certificate or submission for transfer the Disposal manager will note the numbers of the VA27 and External Issue Voucher on the Receipt Voucher file in the space provided and Scrap the items from the asset register. 
9.20. The DM Assets management will check the transaction on the assets register. 
9.21. In the case of donations the disposal manger will complete an External Issue The External Issue is to be numbered from the External Issue voucher file marked: Donations by the State after the receiver acknowledge receipt of the donation, a copy is to be filed in numerical sequence in the External Issue file.
9.22. It is important to note that after a movement new room list/assets list need to be printed one copy filed at the Sub controller under his file MARKED : Movements and Disposal  and one copy at ASM in the file MARKED :Receipts redundant/obsolete/donations and unserviceable items.
9.23. When assets of a department are transferred to another department or other institution in terms of legislation or following a reorganisation of functions, the accounting officer for the transferring department must draw up an asset list of such assets. The accounting officer of the transferring department must file a copy of the signed asset list with the relevant treasury and the Auditor –General within 14 days of the transfer.
10. MISCELLANOUS PROVISIONS
10.1. DISPOSAL COMPUTER AND RELATED EQUIPMENT

Computer equipment may be disposed of unless the matter was referred to the IT section or IT Committee, for a written recommendation. The equipment must be submitted to the IT section; where after the equipment with the recommendation will be handed to the Disposal Manager. 
10.2. PADLOCKS

Padlocks are only to be considered by the Board   should the mechanisms be defective or worn out. Should it appear that damage has been caused maliciously, the matter is to be investigated and, where necessary, the loss is to be recovered from the official found to be responsible? If a padlock is submitted for disposal because the key is missing, it is not be considered as unserviceable, but is rather to be treated as a loss. Locks which are submitted for disposal are there for to include both keys, and parts of the keys.

10.3. SURPLUS MATERIAL WHICH IS RECOVERED/CANNIBALISED
Iron, copper, parts, textiles, cartridge caps, shells (excluding waste paper) etc, are to be accounted for on a register by completing an Extra Ordinary Receipt form and filed in a file marked RECOVERED: DISPOSAL ITEMS. The volume (mass) of waste metals and textiles which have been recovered, and the number of the Extra Ordinary Receipt, is to be entered in the space provided on the Disposal Certificate. The Disposal Manager will complete an Extra Ordinary Issue to record the transaction and endorsed on the Disposal Certificate to issue to the buyer.
All the non-metal portions which are attached to items are to be removed before the items are weighed and before they are taken on charge.

Rags which are withdrawn from condemned textiles for cleaning purposes, are to be written off, by an Extra Ordinary Receipt and account by mass weight .In such cases, the textile items are to be torn up to such an extent that they do not resemble their previous identity. Flags are at all times to be disposed of by burning.
After buttons and zips have been removed   , all clothing, bedding, off cuts and other old textiles that are to be disposed of and which have a sale value, are to be accounted for by mass (weight) by an Extra Ordinary Receipt on a register.

Where a recovered item has a resale value, but is not accumulated as in the case of metal and textiles, the items is to be sold as prescribed.
An Extra Ordinary Receipt form must be completed and the number endorsed on the Disposal Certificate.

All Hides that are recovered that are recovered from animals that have died, or have been slaughtered, are to be accounted for on register by an Extra Ordinary Receipt voucher.

The sale of bones, coal dust, bags .empty containers and Hides are to be sold by tender.

Sale of offal (leftover food) is to be invited annually   , during   the month of January.
Sale of surplus farm products to requirement, may be sold in reasonable quantities and for own domestic consumption only, to local officials and hostels for single members. Products which are surplus to requirements may not be sold to persons who are not employees of the State, without Treasury approval. Products purchases by officials may not be resold, whether in the original or any other form. The selling price of such products will be as approved by Treasury and will be published by Head Office from time to time. All products for sale ,are to be accounted for on a register by means of a Extra Ordinary Receipt Voucher, Register prescribed for sale must be at all times been kept to date. These registers are to been regularly checked. The procedure of Approval, Notice, Supply/Delivery and payment must be strictly adhered to. The Disposal Manager can be contacted for more detail and procedures to follow.
Dairy products – The supervisor at the dairy is to keep a record in respect of all milk deliveries to personnel/hostels. The Disposal Manger can be contacted for more detail and procedures to follow. 

Vegetables/fruit -refer to the Disposal Manger
Miscellaneous sales- When it is required to sell anything not mentioned, the matter is to be reported to the Disposal Manager for approval by the Head of Department. Sales of any items in respects   of which no special authority exists, may under no circumstance be undertaken on own initiative.
10.4. MEDICINES / VICTUALS   UNFIT FOR HUMAN CONSUMPTION OR REACHES IT’S EXPIRING DATE or DUE TO UNAVOIDABLE CAUSE
In the above cases the Disposal Certificate and the Destruction   Certificate   , are   to be countersigned by the doctor/veterinary surgeon/chemist/food expert. In the case of Schedule5, 6 and 7 medicine a member of the South African Police Service’s Narcotic Division must countersign the Disposal Certificate and Destruction Certificate. The annexure in respect of victuals and medicine should be completed. 
10.5. UNSERVICEABLE RADIO EQUIPMENT 
When radio equipment is dispose of, a report from a qualified technician is to be obtained and attached to Disposal Certificate 
10.6. CANNIBALIZATION

Method used to repair an item with parts or components from similar items. Parts / components removed are replaced with parts / components of the replacing   item, thus resulting that the item to be cannibalized stays in its original form. (The cannibalization method can be used to salvage and repair items to original from)
No cannibalization of Assets related items can take place without the Disposal process.
Items must be kept in their original from after cannibalization, for example spare parts must be replaced and the cannibalized item and a re-disposal of the item are needed afterwards.
Condition reports and motivation letters must accompany the Disposal records before cannibalization.

Please note that cannibalization can only be requested AFTER the completion of the Disposal Process.

10.7. HARVESTING 
Method of use to repair an item with parts or components from another similar item. Parts / components are removed in total and not replaced. These reclaimed components must be used in a component exchange program or to repair equipment where parts / components have been stolen. Harvesting method must not be mistaken with the Cannibalization process and is only applicable to durable equipment. Harvesting method must be pre-approved by the Disposal Board before components are removed. (Harvesting method can be used to salvage and repair items to original from) All approvals must accompany the condition report and Disposal Certificates.
 10.8. WASTE PAPER
Waste paper can be described as old, redundant, obsolete paper, books, cartons, or any article made of paper or cardboard suitable for pulping. It also includes old paper bags originally containing cement, sugar or fertilizer. Obsolete face value form may not be handled as waste paper, but it must be returned to the point of origin.

At Smaller offices   and at District level waste paper must be accumulated   , several offices can also combine their waste paper until at least 150 kg waste paper is available before selling it. Eventually all the wastepaper must be sold and not destroyed.
Cleaners are to be instructed to remove foreign material before waste paper is placed in bags.
Waste paper of a confidential nature may not be sold, unless it has been rendered illegible or has been directly re-pulped under the supervision of a senior official. If it cannot be rendered illegible by shredding, or if direct   re-pulping   under supervision is not possible, such waste paper should be incinerated under supervision.
10.9. FACTORY WASTE
Wood off cuts is to be handled as determined by Head office.

Consumable items that have a resale value are to be collected, weighed and taken on account, as and when they become available for disposal. 
11. CONDITION REPORTS
Only a qualified Technical Representative may complete a Condition Report / Technical Report, in his / her field of reporting. The Technical Representative must indicate his / her official capacity. Alternatively the Supplier of an item can issue a letter towards the condition of the item. This letter can be accepted as a condition report ONLY if monetary values are entered on it (replacement value, repair value, etc.)
With   regard to durable capital equipment with a book value exceeding R10 000.00 and electrical office equipment with a book value exceeding R3 000 .00, Technical reports which has been complied by a recognised authority in that particular field, is essential.  The Department can, at their own   discretion, decide whether technical reports for any equipment other than those mentioned above, will be cost effective or not. 
All electrical equipment

All items over replacement value of R250.00 (Excluding furniture)

Labor saving devices (e.g. calculators, typewriters, etc.)

Computer equipment and devices must have an ITC report.

12. LOAN TRANSACTIONS
The loading of Sate property to any private body is strictly forbidden.
 DOCUMENTS:
1. CAR Sheet for Disposal/Return Warehouse/transfers and Donations. 

2. Internal receipt File Unserviceable items
3. Internal receipt File Redundant/obsolete/donations

3 .External issues form other departments.

4. External issue form donations
5. Condition report

6. Summary schedule stores

7. Register VA 27

8. Control Register: Movements and disposal (At Sub Controller)
9. Register External Issue Unserviceable /Donations
REFRENCES:
Hugo,WMJ,Badenhorst-Weis,JA &Van Biljon,EBH.2006.Purchasing and supply management.5th edition. Pretoria: Van Schaik

PAS 1 Manual 

LOGIS 2

Practice Notes by Provincial Treasury issued July 2007

Http:/www.cmc.qld.gov.au Accessed on 17/August 2010

DISPOSAL OF SCRAP/WASTE AND LOW –VALUE ASSETS/TRANSFERES AND DONATIONS





Microsoft


[Type the company address]


[Type the phone number]


[Type the fax number]


[Pick the date]





1. INDUCTION


2. DEFINITIONS


3. THE DISPOSAL OF REDUNANTEQUIPMENT AND SCRAP / WASTE MATERIAL


4. SOURCES 


5. METHODS


6. COST OF DISPOSAL


7. REDUCING SURPLUS AND WASTE MATERIAL


8. DISPOSAL OF NOSALABLE WASTE


9. PROCEDURE FOR DISPOSAL


10. MICELLANOUS


11. CONDITION REPORTS


12. LOAN TRANSACTIONS











 











1

